1
1 .

Sanitized Copy Approved for Release 2011/09/08 : CIA-RDP80-00809A000600300521-9

oussircaron  corrroenri - pANFIDENTIAL

. . CENTRAL INTELUIGENCE AGENCY REPORT 50X1-HUM
INFORMATION FROM
FOREIGN DOCUMENTS OR RADIO BROADCASTS  CD 10,

COUNTRY USSR DATE OF “ m
- INFORMATION 1949 - n
SUBJECT Economic - Economic potential ‘:;
g !
How DATE DIST. | MAY1950 .
PUBLISHED Semimonthly periocdical .
WHERE -'; Y
PUBLISHED  Vienns/Frankfurt en Main NO. OF PAGES 6 L ‘s
DAT ' e
PUBLISHED 20 August 1949 T
SUPPLEMENT TO b T
LANGUAGE German REPORT NO.

THE NATIONAL DEFENSR
ACY

s urmoes. "I masaustion on THIS IS UNEVALUATED INFORMATION
| MIHTID &Y LAW. AEPRODVCTION OF TMID FORW 18 PROMIBATED.

SOURCE Buropa Archiv, No 16, 1949.

THE THREE ZONES OF SOVIET DEFENSE ECONOMY

Engr Alexand~r Sieger

The partition of the Soviet defense economy into three separate zones is based

on a series of military-geographical and economic-political factors. Zone 1 in- *

cludes the area between the Urals and Lake Baykal with the Karaganda coal basin; i

. Zone 2 comprises the rest of the USSR with the exception of the border arems in the i

4 Far East and Far North; and Zone 3 consists of the border areas in the Par East and
Far North and the European and Asiatic countries in the Soviet orbit. It can be

assumed that the Soviet government will hold to this trisection vhen it comnsiders |

new locations for armement plants, a procedure under which the borders of the zones .

I will constantly undergo changes. .

In matters of defense, Zone 1 will have first priority, because the Soviet
government will concentrate its armasment industry in this zone. On the other hand B
this concentration would partly contradict the principle of the most effective dig- ‘
tribution of productive forces over the entire country. Kot only the rawv material
o industry, but also refining operations should be located close to the raw materials.

- Also the raw material deposits located outside Zone 1 must be made available for |
the defense economy, especially if there is a large indigenous population suitable !
for utilization in industry. {

B
1
|

The evacuation of numercus armament plants during World War II from the
threatened western areas to the Central Asia republics evidenced that the latter
) had been included into Zone 1, the core of the Soviet defense economy. But evac- |
_— uation did not mean a permanent weakening of the western economic regions, because,
in sddition to the recomstruction of industriee in the Donets Basin, the Moscow
area, Leningrad, Stalingrad, etc., there followéd & replenishment of Zone 2 by dis-
mantling and removing plante from territories annexed and occupled by the Soviet
Union. The industry of Zone 3 will graduslly be improved emd will then reinforce i
Soviet armament potentials.

The first onsets of & wmore emphasized industr.l%:i:nim in the eas? had already
been noticed in 1926, but were at first limited to the exploration of new raw
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material occurrences. After the First Five-Year Plan, which provided for an empha~ -
8ized shifting of the industry to the east, the TsK KP(b), mainly because of de- ‘

it
fense-economy reasons, decided on 15 May 1930 that "the industrialization of the ,'»{r
country in the future cannot be besed on a single coal ang metellurgical baese in & s
the south. The necesgsary requirement for rapid industrialization 1s the estab- ‘4“ 1
lishing of a second principal center of the cosl and metallurgical imaustry in L)
the east by utilizing the rich coal- and iron-ore deposits in the Urals and in Si- :',.}‘.
beria.” ' 2

At the same time, it was found necessary to speed up the establishment of
other branches of the industry based on the local raw material deposits (nonferrous
metallurgical plants, textile industry, and others) in the eastern sreag (Urals,
Siberia, Kazakhsten, Central Asla).

The decisions of the 16th Party Congress provided for very extensive shifting
of the industry to the east during the first » second, and third Five-Year Plans.
Although the further expansion of the industry in the Donets Basin, and in the Mcs-
cow, Leningred, Stalingrad, Kherkov, Kuybyshev, etc., areas, was not neglected, a
large emount of Western industrial productg » edpeclally machines, construction ma-
terials, and transportation equipment, flowed to the esgtern territories, The ex-
ploitation of huge untouched raw materials deposits was started, The most decisive
factor for the further economic development was the establishing of a second coal
and metallurgical base in the Ural-Kuznetsk area.

A few figures should demonstrate the importance of Zone 1 in the Soviet econ-
omy:

Of a totel USSR coal production of 132.9 million tons in 1938, 22.1 percent
was wined in Zone 1 (Donets Basin -- 60.8 percent).

The West Urals-Volga and Emba regions supplied 6.3 percent in 1938 and 7 per-
cent in 1939 of the total petroleum production. Including Central Asla, the amounts
for both years were 8.4 and 9 percent respectively. Beku supplied 73 and 72 per-
cent of the totel production (30.5 and 31.5 million tons) .

Iron-ore mining in the Urals and in West Siberia amounted to 30.8 percent of
the total production or 26.5 million tons , and the production of pig iron amounted
to 28.8 percent (0.1 percent in 1928) of the total production of 14.5 million tons.
The output of raw steel was 29.5 percent of the total production of 17.6 million
tons; the output of rolled products amounted to 31.7 percent of the total produc-
tion of 30 million toms.

After the outbreak of the war, the war-economy plan of 16 August 1941 pro-
vided for an extensive evacuation of industrial Plants to the eastern areas dur-
ing the fourth quarter of 1941 and during 194%2. In the course of a few wonths,
about 1,100 plants were evecusted to the east {according to official reports,
about 1,350; however, not all arrived at their destination as some were egtab-
lished at intermediate points), of which 455 went to the Urals, 210 to West Si- j
beria, and 250 to Central Asia and Kazskhstan. By the beginning of 1942 these
Plants had been rartially erected and had started production. As early as March
1942 the output in the eastern areas reached the former total USSR production.

During the war, the US lend-leage progran delivered modern industrial equip-~
ment (worth alm+st 2 billion dollars) to the Soviet Union vhich was mainly get up
in the new industrial centers of the east. The Soviet Union emphasized the estab-
lishing of an efficient heavy industry which could be spared from enemy attacks.

The entire economic and social structure of the eastern areas, and especially
Zone 1, experienced a fundamental reorganization during the war and postwar years.
Including the evacuated and newly erested plants, & total of 2,250 large-scale in-
dustrial plants started operation from 1942 to 19kk,
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The labor problem was solved by the evacuation of about 15 million people to
the eastern areas, of which only a part was allowed to return to their former lo-
calities after the war. Thus vith the industrialization of the east, a fundamen-
tal reorganization of the social and aational structure took place. The city pop-
ulation increased from 15.6 million in 1939 to more than:20 million in 194,

The increase in coal production of the eagtern rosions <

SELeX2 regions was published during
the war only for the Urals and Ceatral Asia, but not for the important Kuznetsk

area. Moreover, no absolute figures of the coal production have been made known

in the postwar period. The coal proauction in the Urals emounted to 7.9 million
tons in 1938, and 20.3 million tons ir. 19%43: in Kazakhstan (Karaganda) 1t was 4.4
and 12 mjillion tons respectively. In tke buznetsk Basin the production was 17.3
million tons in 1938. Using the same rate of increase for the Kuznetsk Basin as

for the other eastern regions » the coal mining mey have amounted to 45.50 million
tons in 19%3. The entire Zone 1 would then have produced about 75 million tons of
coal in 1943. This figure might be consldered as the minimum production for 1948-49;
most probably it has surpassed this figure., -

Pl

In 194k the production of Pig iron in the eastern regions increased 46 per-
cent in comparison to 1940 (1940: about 5 million tons); production of steel in-
creased 42 percent (1940: about 5.3 million tons); output of rolled products in-
creased 42 percent (1940: ebout 4.2 million tons). The Urals beceme a new base
for ferrous and nonferrous metals. A large part of the Ukrainian industry wes
transferred to the Urals during the war and delivered during the wvar up to 40 per-
cent of the total armament production. By itself the industrial and armament cen-
ter of Magnitogorsk, with its 50 blast furnaces, 200 open-hearth furnaces , and
sbout 100 electric furnaces, produced almost 4 million tons of iron yearly. The
Urals elso became the center of the nonferrous metal industry. In 1938, 84 percent
of the Soviet copper output was produced in the Urals, while the second largest
production, that of Kazakhstan, amounted to only 9 percent. Since, copper mining
in Kazakhstan has been greatly emphasized, but has not reached the Ural production
although its copper supplies are four times as large.

Especially obvious is the shifting of the petroleum industry to the east and
for the most part to Zone 1. According to geologicael surveys » the petroleum area
of the Caucasus extends along the western edge of the Urals to the north up to the

Pechora Basin and to the east up to Turkestan. The reserves of the Emba region
alone are estimated to be over 2 billion tons.

While in 1940, 80 percent of the petroleum production still originated from
the Caucasus, in 1948 extraction in the new petroleum region between the Volga and
the Urals already amounted to 14.8 million tons » only 5 percent less than in the
Caucasus. According to the current Five-Year Plen only 17 million tons of the to-

tal petroleum production of 35.4 million tons in 1950 are to be extracted in th~
caucasus.

The gross production of eastern industry increased from 39.4 billion rubles
in 1940 to 48 billion rubles in 1941, 74.9 billion rubles in 1942, 85.6 billion
rubles in 1943, and 91.2 billion rubles in 194, For comparison purposes, the
groes production of the entire Soviet industry amounted to 95.5 billion rubles in
1937, 138.5 billion rubles in 1940, 127 billion rubles in 1945, and was to reach
205 billion rubles in 1950. The 1944 production of 91.2 billion rubles repre-
sents only about two-thirds of the last prewar total industrial production fig-
ure. After the war the industrial production of eastern regions, in absolute

figures, would hardly have declined » but would have decreased in comparison with
the west.

The tendency to expend the entire core of the Soviet defense economy led to
the extension of Zone 1 to the north and to the south during world War IT.

In the north,. the Soviet Union began the exploitation of the huge coal de-
posits of the Pechora Basin. The coal region of Vorkuta with its reserves of
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about 50 billion tors beceme the f£ifth largest coal center of the USSR, This area

also cortains radium, menganege, copper, aluminum, and important petroleum deposits
near Ust-Ukhta.

In the south, Zone 1 included alwost the entire region of Turkestan. The
presence of rich raw-materiel deposits and the utilization of hydroelectric power

led to the expansion of heavy industry by eatablishing imdustrial centers in Tagh- v
kent, Samarkand, Frunze, etc. During World War IX the engine plant of Novorossisk i
wvas evacuated to Samarkand. i

Also, the development of the chemical industry was very promising, especially

in the Turkmen and Uzbek republics, which were to become one of the largest cen-
ters of the chemical industry.

After the end of World War II, strategic veaknesses of the northern and south-
ern border regions of Zone 1 were noted. In case of war, an ilmmediate threat would
exist for the Pechora Basin because of enemy air sttacks from Spitsbergen, while in
the southern part enemy interference may occur from Iran, resulting in a loss cf
the entire industrial region of southern Turkestan.

It can be assumed that the Soviet Union no longer includes these border re-
glons in Zone 1. A distinct shifting of Zone 1 has taken place in the direction of
Lake Baykal during recent years. The rich coal deposits west of Lake Baykal, the
petroleun wells in the Minussinsk Basin, and various ore deposits form the basis of
8 nev industrial reglon. Irkutsk, the industrisl and adminisurative center of this
economic region, is the headquarters of the Soviet Far Eastern Army.

The discovery of uranium ores in the foothills of the Seyan Mountains, the
utilization of the abundant water power as s source of electric current, and the
establishing of large restricted areas suggest that essential elements of the So-
viet atomic industry have been concentrated in the area of Leke Baykal.

The annexation of the independent Tuve People's Republic after the war, itsincor-
poration as an autonomous oblast of the RSFSR, and the evacuation of the indigenous pop-
ulation, a procedure which was also carried out in the ad jacent Gorno-Altay Auton-
omous (blast, indicates that the Soviet Union means to guard the industrial area

west of Lake Baykal by a neutral zone. These Soviet efforts have been greatly as-
- sisted by recent developments in the Far East.

The eastern reglons of the USSR, with Zone 1 as the core, now produce perheps
//’ half of the total USSR industrial production, although the output in the western

- reglons has incressed considerably with the reconstruction. The share of the east
in total Soviet production is shown as follows (in percent):

lgto-ta 1984
Coal 36 L8
Iron ore 29 i
Steel 3 51
Rolled steel 33 51
Petroleum 12 kg

Estinating the defense-economy potential, we arrive at the following propor-
tional division of the total heavy industrial production for 1948-49 in the gep-
arate zones. Zome 3 includes not only the border regions in the Far East, the ad-

ditions since 1939, and the Eastern Zone of Germany, but also the Satellite states
in its orbit.
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75 million tons
125 ko

100 33
300 mIllion tons 100%

The present coal cepacity of Zone 3 may amount to about 100 million tons of
coal and 155 million tons of lignite considering the increasing mining capabili-
ties of Poland. It should be kept in mind thet the largest part of this amount
vill be consumed by the Satellite states themselves. Poland and Manchuria may be
considered as coal export countries. Polish exports were to be increased to 18.5
in 1948 and to 50 million tons in 1951,

Pig Iron

Zone 7.8

Zone 8.2

Zone 4.2 21.0
20.2 million tons 10(_).0%

million tons 38.5%
bo.5

Raw Steel

Zone 11.5 million tons 43¢
Zone 10.0 37
Zone 5.5 20

27.0 miliion toms 166%

Petroleum

Zone 15.0 million tons 35%
Zone 17.0 5
Zone 10.0 2k

52,0 niliion tons 1003

The expansion of the Soviet sphere of influence in Asia, and especially the
incorporation of the rich economic regions of Manchuria and S8inkiang into the So-
viet orbit, incremses the significance of Zone 3 to a large extent. The develop-
ment of an efficient industry in these regions will take place very gradually,
even though Manchuris has remained a good base in spite of dismantling. If it ig
rossible to create an indusiry within the Soviet orbit in Eastern Europe, in Cen-
tral Asia, and in the Far Esst, which would not only cover the demand of the pop-
ulation in these huge regions, but also contribute to the Soviet defense economy,
the Soviet leadership will be satisfied.

In the meantime, the Soviet Union must rely largely on &ssistance from abroad

for the economic expansion and exploitation of these regions if it does not want
to make use of the economy of its two interior zones and to weaken its defense-~

economical potential.
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